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To the Stockholders of 
S. S. Kresge Company: 


Detroit, Michigan 
February 28, 1945 


This, our 33rd Annual Report, is submitted to inform you of the results 
from operations of your Company during 1944, and the financial condition 
at December 31, 1944. The Consolidated Balance Sheet and Statement of 
Income and Earned Surplus includes the S. S. Kresge Company and its 
wholly owned subsidiaries, the S. S. Kresge Company, Limited, operating 
stores in the Dominion of Canada, and the Mount Clemens Pottery Com¬ 
pany, manufacturer of dinnerware. 

Sales The Companies’ Sales volume in 1944, again establishing a 
record, amounted to $216,454,010. The increase of $10,413,632 
over 1943 is equivalent to 5.05%. 

Net Income The consolidated Net Income of the Companies for the 
year 1944, after charging all expenses of the business 
and a provision for Federal Income and Excess Profits Taxes, amounted to 
$8,999,799 equal to $1.63 per share of common stock outstanding. The 
comparative income for the year 1943 was $8,476,875 or $1.54 per share. 

The earnings of the combined Companies, before provision for Federal 
and Dominion Income and Excess Profits Taxes, amounted to $28,604,799 
a sum $4,397,924 or 18.17% above that of last year. 

Taxes paid or provisions therefor in 1944, amounted to $24,852,920 
which equals $4.50 per share of stock or 11.5c on each sales dollar. The 
cost for 1943 amounted to $20,709,695, which is $3.75 per share or 10c of 
each sales dollar. 

The statement of Sales, Income and Its Distribution, included later in 
this report, shows the disposition of the Companies’ income and the rela¬ 
tive participation in it by the interested groups. 

Dividends Stockholders received, in 1944, cash dividends of $1.20 
per share totaling $6,587,890. The rate was the same as 
in 1943. These dividends were paid to 23,762 stockholders quarterly in 
March, June and September at the rate of 25c per share, and in December 
at the rate of 45c per share; the payment in December including an extra 
of 20c. 

Of the year’s net earnings, there was distributed in cash dividends 
73.20%. This distribution is slightly less than the percentage distributed 
in 1943 stated at 77.72%. The necessity for increased inventories, when 
merchandise is available, and the need for modernizing a number of our 
store properties in the post-war period, has been recognized in the Com¬ 
panies’ dividend policy. 

Current Position Net working capital of the Companies at December 
31, 1944, amounted to $50,202,089, an increase of 
$4,308,665 over that at the preceding year end. This trend has been constant 
during the recent years and accentuated during the war owing to govern¬ 
mental restrictions on building construction and fixture renewals. 








Cash amounted to $39,373,906 at the current yearend, an amount 
$7,205,090 higher than a year ago. Government securities at $22,552,507 
were also above the investment of December 31, 1943 by $6,321,089. The 
Companies’ cash position must be considered in the light of comment 
relative to inventories, current liabilities and the governmental restrictions 
on construction, all of which are reported upon elsewhere. 

The inventories of merchandise total $23,759,958 at December 31, 
1944. This amount is $5,643,460 lower than the figure of the preceding year. 
The reduction in inventory indicates the condition of the merchandise 
market at the present time. Valuation is the lower of cost laid down in the 
stores or current market. A fair margin for selling expenses and profit has 
been recognized in all valuations. The reserve for possible post-war adjust¬ 
ments of merchandise values established in 1941 and added to in 1942 and 
1943, remains upon the books at the full amounts provided, no additions 
or charges having been made thereto in 1944. 

Liabilities Current liabilities at the yearend totaled $35,939,816 an 
increase of $3,422,110 over last year. There is a reduction 
in the amount payable for trade accounts of $1,569,189, reflecting lowered 
late December deliveries and a reduced volume of merchandise in transit 
to stores. 

Real estate mortgages, of which $329,583 is included in current liabili¬ 
ties, and $751,993 shown separately, are now nominal in amount and will 
be retired as soon as practical. 

Reserves There has been added to the Reserves for fire losses, an ad¬ 
ditional amount of $635,000, which is in excess of that con¬ 
sidered a normal provision. The Company has continued a policy of self 
insurance on certain of its store buildings, and on its fixtures and merchan¬ 
dise at all store locations. In our opinion the Reserve, now provided, of 
$2,750,000 for this purpose, maintained at its present relationship to the 
insurable risk, is adequate. Our record of losses through fire in recent years, 
fortunately, has been well below our own earlier years’ average and national 
figures available. 

The reserve for flood losses has been increased from $200,000, last year 
to $400,000. This addition, we believe, is justified by the severe winter con¬ 
ditions existing and our experience following similar conditions in other 
years. 

The Reserves established for possible post-war adjustments of merchan¬ 
dise values, and for costs of post-war re-employment adjustments of per¬ 
sonnel returning from Military Service are, we believe, adequate. These 
Reserves remain at amounts established in 1943 or earlier. 

Store Program We continue in the position of being able to provide only 
vitally required maintenance to our store properties and 
equipment. The continuing inability to modernize and improve our proper¬ 
ties, because of war time restrictions, postpones an accumulating need for 
this work. We plan to maintain a cash position which will permit us to pro¬ 
ceed with the desirable work as soon as it proves practical. 

At December 31, 1944, there were operating 711 stores, of which 649 
were in the United States and 62 in Canada. Five stores were closed during 
the year. 







General Comment While the preceding report and following statistics 
reveal our largest sales volume and profits before 
taxes, they do not portray the difficulties under which last year’s business 
was done. It was a business of millions of transactions which was not en¬ 
tirely satisfactory from the viewpoint of customers and management. It has 
not been possible to maintain the variety and amount of merchandise items 
which the public has been accustomed to finding in our outlets and our 
service has not always been what we desire. The public, however, is patient 
and recognizes that these are matters beyond control in time of war. The 
shortages of manpower and of goods for civilian consumption are accom¬ 
panying consequences when the full effort of all industry must be devoted 
to the production of war munitions and equipment. The outlook for retailing 
generally, for the present and immediate future, is obscure and under recent 
rulings by controlling boards, the growing scarcity of civilian goods may 
persist. 

Large volume of sales in 1944 reduced inventories and the enlarged re¬ 
quirements for military purposes have compelled restriction of manufacture 
of civilian goods and further reductions are imminent. It appears too, that 
retailers may be required to absorb some manufacturing price increases and 
to that extent mark-ups may be less. 

The post-war outlook is more hopeful since there is no reconversion 
problem in this industry and the merchandise situation should steadily im¬ 
prove when there is a favorable military decision. The turnover of our stocks 
is rapid and civilian goods now scarce should be available in increasing 
quantities shortly thereafter. 

A total of 1,762 men and women of our organization are serving in 
various branches of the Armed Forces—1,616 from the United States and 
146 from Canada. We have endeavored to maintain contact with all since 
their departure, and hope for their safe return. Thirty-eight Gold Stars 
represent those of our number who have given their lives and we shall always 
hold them in highest esteem. Our sincere sympathy is extended to the fami¬ 
lies of those associates. 

Company employees during 1944 exceeded all previous years’ records 
in their purchases of War Bonds and their gifts to the Red Cross and relief 
agencies. Also, another higher record was established in the sale of War 
Bonds and Stamps to the public. We have every reason to expect correspond¬ 
ing results in the War Loan Campaigns of 1945. 

We extend sincere thanks to all organization associates who carried on 
so admirably during the year just closed and we express appreciation also, 
to the public for its patronage and support and to the shareholders for their 
evident interest. 

By Order of the Board of Directors 



President 
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S . K R E S G 

(A MICHIGAN 

AND SUBSIDIA) 

CONSOLIDATED 

DECEMBER 31, 


ASSETS 


Current Assets: 

Cash in banks, in transit and on hand__ 

U. S. A. and Canadian Government securities, at cost_ 

Miscellaneous accounts receivable, less reserve.. 

Merchandise and materials on hand and in transit, at 
lower of cost or market. ___..^_ 


Other Assets: 

U. S. A. Government securities deposited in escrow, at cost 

Miscellaneous securities, at cost, less reserve... 

Post-war refund of excess profits tax.... 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, pre- 


Fixed Assets: 

Land and buildings at cost.. 


Less —Reserve for depreciation. 


Leasehold improvements, at cost less amortization_ 

Fixtures and equipment, at cost_ 

Less —Reserve for depreciation^.... 


Leaseholds as valued in 1916, less amortization_ 


1944 

1943 

$ 39,373,906 

$ 32,168,816 

22,552,507 

16,231,418 

455,533 

607,478 

23,759,958 

29,403,418 

$ 86,141,904 

$ 78,411,130 

$ 83,977 

$ 98,581 

170,278 

184,605 

3,885,000 

2,217,500 

$ 4,139,255 

$ 2,500,686 

$ 3,218,745 

$ 3,618,917 

$ 58,492,565 

$ 58,036,397 

11,358,665 

10,690,932 

$ 47,133,900 

$ 47,345,465 

15,962,051 

17,536,681 

$ 26,201,821 

$ 26,229,537 

17,864,576 

16,884,978 

$ 8,337,245 

$ 9,344,559 

229,047 

237,822 

$ 71,662,243 

$ 74,464,527 

$165,162,147 

$158,995,260 


Note: 

The only foreign subsidiary company is in Canada. The accounts of that company at December 31, 1944 and 
1943, are included in the consolidated balance sheet in United States dollars amounting to $3,772,444 at 
December 31, 1944 and $3,011,609 at December 31, 1943 for net current assets and deferred charges converted 
at the official exchange rate on those dates, $9,789,990 at December 31, 1944 and $9,869,540 at December 
31, 1943 for capital assets converted at the approximate exchange rates at dates of acquisition and $104,000 
at December 31, 1944 and $110,000 at December 31, 1943 for long-term liabilities converted at the approxi¬ 
mate rates of exchange at dates incurred. The results of operations of this subsidiary (net profit of $685,658 
in 1944 and $637,873 in 1943) are included in the consolidated income account in United States dollars con¬ 
verted as to depreciation charges at the rates applied in conversion of the related assets and as to other items 
at the official exchange rate which remained constant throughout the two years. 

J. E. HEARST, 

Comptroller. 












































E COMPANY 

CORPORATION) 

* Y COMPANIES 

BALANCE SHEET 

1 944 AND 1 943 


LIABILITIES 


Current Liabilities: 

Accounts payable—trade....... 

Accrued taxes, expenses and miscellaneous accounts pay¬ 
able .. 

Provision for U. S. A. and Dominion of Canada income 

and excess profits taxes (estimated)__ 

(U. S. A. tax notes of $8,065,000 held at December 31, 
1944 and $8,090,000 at December 31, 1943, are in¬ 
cluded in current assets) 

Real estate mortgages payable within one year... 


Real Estate Mortgages Payable_____ 

Reserves: 

For fire and casualty losses, public liability and com¬ 
pensation claims_____ 

For optional payments for purchase of past service annui¬ 
ties under retirement pension plan__ 

For possible post-war adjustments of merchandise values 
For post-war re-employment adjustments_ 

Capital Stock and Earned Surplus: 

Capital stock— 

Authorized 10,000,000 shares at $10 par value 
Issued 5,517,872 shares at December 31, 1944 and 
5,517,881.7 shares at December 31, 1943 including 

shares in treasury_ 

Earned surplus per statement attached_ 

Cost of 27,955 shares at December 31, 1944 and 27,960 
shares at December 31, 1943 in treasury (deduct)_ 


1944 

$ 7,258,346 
6,942,052 
21,409,835 


329,583 
$ 35,939,816 

$ 751,993 


$ 4,056,461 

640,000 
3,180,000 
500,000 
$ 8,376,461 


$ 55,178,720 
65,631,304 

(716,147 ) 

$120,093,877 

$165,162,147 


1943 

$ 8,827,535 
6,505,485 
17,184,686 


$ 32,517,706 
$ 1,203,652 


$ 2,994,967 

1,195,000 
3,180,000 
500,000 
$ 7,869,967 


$ 55,178,817 
62,941,395 

(716,277 ) 

$117,403,935 

$158,995,260 


To the Board of Directors and 

The Stockholders of 

S. S. Kresge Company: 

We have examined the consolidated balance sheet of S. S. Kresge Company (a Michigan corporation) and 
subsidiary companies as at December 31, 1944 and the consolidated statement of income and earned surplus for 
the year then ended. Our examination was made in accordance with generally accepted auditing standards applicable 
in the circumstances, and included such tests of the accounting records and other supporting evidence and such 
other procedures as we considered necessary. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement of income 
and earned surplus present fairly the position of S. S. Kresge Company and subsidiary companies at December 31, 
1944 and the results of their operations for the year, in conformity with generally accepted accounting principles 
applied on a basis consistent (except for the change, which we approve, of charging special provision for fire losses 
to income for 1944 rather than earned surplus as was done in prior years) with that of the preceding year. 

PRICE, WATERHOUSE & CO. 

Detroit, Michigan, Certified Public Accountants 

February 28. 1945 






































S. S. KRESGE COM PAN Y 

AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1944 AND 1943 


Year 1944 Year 1943 

Sales__ $216,454,010 $206,040,378 

Cost of merchandise sold and operating, general and 

administrative expenses, less income from rentals_ $178,907,568 $171,354,278 

Taxes—other than Federal income.. 5,247,920 4,979,695 

Provision for depreciation and amortization.. 3,535,125 3,686,068 

$187,690,613 $180,020,041 
$ 28,763,397 $ 26,020,337 

Other income: 

Interest received__ 348,707 167,645 

Liquidating dividends received from closed banks 190,862 — 

Miscellaneous.. 66,144 73,222 

$ 29,369,110 $ 26,261,204 

Other deductions: 

Interest—.._ $ 46,138 $ 42,316 

Loss on disposal of fixed assets, etc_ 83,173 756,013 

$ 129,311 $ 798,329 

Profit before taxes on income.......... $ 29,239,799 $ 25,462,875 

Provision for U. S. A. and Dominion of Canada in¬ 
come taxes (estimated): 

Normal taxes and surtaxes_ $ 5,367,000 $ 5,200,000 

Excess profits taxes__ 15,905,000 11,810,000 

Post-war excess profits tax refund (deduct). (1,667,000) (1,280,000 ) 

S 19,605,000 $ 15,730,000 

Balance_ $ 9,634,7*99 $ 9,732,875 

Special provision for fire losses.. $ 635,000 $ 

Provision for possible post-war adjustments of mer¬ 
chandise values___ — 756,000 

Provision for post-war re-employment adjustments...™ _ — _ 500,000 

$ 635,000 $ 1,256,000 

Profit transferred to earned surplus__ $ 8,999,799 $ 8,476,875 

Earned surplus at beginning of year 62,941,395 60,787,378 

Add —Saving in taxes on income, resulting from de¬ 
ductible payments for purchase of past service 

pension annuities........ 278,000 265,000 

$ 72,219,194 $ 69,529,253 

Deduct —Cash dividends on common stock—$1.20 a 

share......-.... 6,587,890 6,587,858 

Earned surplus at end of year__ $ 65,631,304 $ 62,941,395 


Note: 

Payments of $645,000 in 1944 and 1943 for purchase of past service annuities were charged to the reserve 
set aside for that purpose from surplus account in 1941. Such payments diminished taxes on income 
by approximately $278,000 in 1944 and $265,000 in 1943. The amount of tax saving has been treated 
as an expense in the income account and added to surplus. 


J. E. HEARST 

Comptroller 






































































SALES INCOME AND ITS DISTRIBUTION 
YEARS 1944 AND 1943 


AMOUNT 

% TO 

SALES 

1944 1943 

1944 

1943 


Sales. 

Amounts taken in for mer¬ 
chandise sold. 

$216,454,010 

$206,040,378 

100.00 

100.00 

Cost of merchandise sold and 
expenses, exclusive of taxes, 
salaries and wages and inter¬ 
est paid-..:.. 

147,706,038 

142,332,506 

68.24 

69.08 

Balance.. .. 

$ 68,747,972 

$ 63,707,872 

31.76 

30.92 

The amount remaining to pay 
taxes, wages, and interest 
and including the net in¬ 
come of $8,999,799 in 1944 
and $8,476,875 in 1943 


DISTRIBUTION 


1. Taxes___—-- 

Real estate, personal prop¬ 
erty, State and Federal 
franchise and income 
taxes, sales taxes, licenses, 
etc. 

2. Salaries and Wages.™.. 

The employees* share. 

3. Interest paid for use of bor¬ 

rowed money__ 

4. Cash Dividends.. 

Paid to stockholders for use 
of their money—SI .20 on 
each share. 


24,852,920 

$ 20,709,695 

11.48 

10.05 

34,214,115 

33,222,986 

15.81 

16.12 

46,138 

42,316 

.02 

.02 

6,587,890 

6,587,858 

3.04 

3.20 


5. Earnings retained in the busi¬ 
ness including the reserves 
provided in 1943 for pos¬ 
sible post-war adjustments 
of merchandise values and 
post war re-employment 
adjustments; and in 1944 
the special provision for 

fire losses.._. 3,046,909 3,145,017 1.41 1.53 


S 68,747,972 S 63,707,872 


31.76 30.92 









































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 

End 

Dec. 31 

Excess of Cash 
and 

Gov’t Securities 
Over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1935 

$ 4,948,429 

2.65 to 1 

$22,997,537 

12.84 

1936 

4,801,258 

2.72 to 1 

24,872,062 

13.24 

1937 

5,046,110 

3.18 to 1 

26,832,341 

13.88 

1938 

10,513,904 

3.55 to 1 

28,853,355 

12.10 

1939 

12,204,476 

3.31 to 1 

31,311,465 

12.20 

1940 

12,372,492 

3.14 to 1 

32,773,550 

12.66 

1941 

7,344,370 

2.70 to 1 

34,970,716 

15.46 

1942 

13,546,794 

2.55 to 1 

40,676,760 

13.42 

1943 

15,882,528 

2.41 to 1 

45,893,424 

14.27 

1944 

25,986,597 

2.40 to 1 

50,202,089 

10.98 


Year 

End 

Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1935 

63.21 

$8,909,429 

.074 

$1.83 

$.04 

$1.00 

1936 

64.13 

6,216,615 

.074 

1.98 

.049 

1.30 

1937 

65.04 

4,263,344 

.069 

1.94 

.042 

1.20 

1938 

64.93 

4,080,012 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975 

.063 

1.82 

.047 

1.35 

1941 

57.65 

1,215,895 

.054 

1.71 

.042 

1.35 

1942 

52.07 

1,319,484 

.040 

1.45 

.032 

1.15 

1943 

46.83 

1,203,652 

.041 

1.54 

.032 

1.20 

1944 

43.39 

1,081,576 

.042 

1.63 

.030 

1.20 


























TEN YEAR COMPARISON TAXES COST 


Real Estate, Personal Property, State and Federal Franchise 
and Income Taxes, Sales Taxes, Licenses, etc. 


Year End 
Dec. 31 

Dollar Cost 

Cost Per 
Common Share 

Per Cent to 
Sales 

1935 

$ 5,310,437 

S .96 

$ 3.84 

1936 

6,749,295 

1.22 

4.51 

1937 

7,438,563 

1.35 

4.79 

1938 

6,982,938 

1.26 

4.68 

1939 

7,585,499 

1.37 

4.93 

1940 

8,559,691 

1.55 

5.39 

1941 

12,667,407 

2.30 

7.19 

1942 

18,410,437 

3.34 

9.27 

1943 

20,709,695 

3.75 

10.05 

1944 

24,852,920 

4.50 

11.48 
















